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Introduction
In order to increase their chances of reelection, politicians are known to undertake fiscal manipulations, especially in election years (Rogoff, 1990) . These fiscal manipulations typically take the form of increased public expenditures, and will often lead to fiscal indiscipline and macroeconomic volatility.
Therefore, an important policy issue is how to curb such politically motivated public spending. Many countries, both developed and developing, have adopted fiscal rules in recent decades as an attempt to enforce fiscal discipline.
The idea that fiscal rules might tame the political budget cycle has garnered theoretical support. In an extension of Rogoff and Sibert (1998)'s theoretical framework, Rose (2006) shows that a binding (balanced budget) rule eliminates the political budget cycle. It does so by preventing an incumbent from running a deficit and thus rendering all elements of fiscal policy (public spending and tax) contemporaneously visible to the voter. Voters can infer the competence of the incumbent, who no longer derives an electoral advantage from fiscal policy manipulation as a signaling tool. A growing empirical literature has demonstrated the effectiveness of these institutional constraints on fiscal policy in various developed country contexts (Rose, 2006 ; Krogstrup and Wälti, 2008; Grembi et al., 2016 ). Yet, the findings in developed countries may not be a good benchmark for developing countries because of the potential weakness in the enforcement capacity of the latter.
In this paper, we employ a cross-country panel dataset in order to test whether fiscal rules adopted in developing countries have been effective in constraining political budget cycles. The dataset covers 67 developing countries over the period 1985-2007 in order to focus on fiscal rules adopted prior to the financial crisis and the fiscal distress that followed. Our dependent variable is the general government's final consumption expenditure as a share of GDP. A good proxy for discretionary fiscal policy (Fatás and Mihov, 2003) . In developing countries, the main instrument of expansionary fiscal policies around elections has indeed been shown to be increasing public expenditures (Schuknecht, 2000; Block, 2002) .
The empirical strategy relies on an original two-step instrumental variable approach to investigate the causal effect of fiscal rules, as the endogeneity of fiscal rules is a serious issue that cannot be avoided. The identification of the causal effect of fiscal rules is challenging for two main reasons: a reverse causality problem (the fiscal stance can determine the adoption of fiscal rules) and an omitted variable bias (voter preference for fiscal discipline can determine both the adoption of fiscal rules and budgetary outcomes).
In this paper, we address both issues. To address the potential of reverse causality, we exploit the geographical distribution of countries that have fiscal rules in place to instrument for national fiscal rules.
As geographical proximity is known to be a powerful channel of diffusion of policy reforms (Brueckner, 2003; Pitlik, 2007) , the probability that a country has fiscal rules in place is likely to increase with the number of neighboring countries that have implemented similar policies. We thus use the number of neighboring countries that have fiscal rules in a given subregion to predict the probability of adopting national fiscal rules. We then use the predicted probability as an instrument. We argue that the geographical pattern in the adoption of fiscal rules offers a unique source of causal inference. The subregional popularity of fiscal rules should affect fiscal policy decisions at a country level only through this country's choice of having fiscal rules. Caselli and Reynaud (2019) use a similar identification strategy where they instrument domestic fiscal rules with the number of countries with common borders having fiscal rules. 1 We provide several arguments supporting the validity of the exclusion restriction. Furthermore, to address the second endogeneity issue (omitted variable bias), we exploit the panel structure of the dataset to account for unobserved preferences by including country fixed effects and country-specific linear trends in all specifications.
Our empirical evidence in a sample of 67 developing countries over the period 1985-2007, shows that fiscal rules cause fiscal discipline over the electoral cycle. 2 More specifically, in election years with fiscal rules in place, public consumption is reduced by 1.65% point of GDP as compared to election years without these rules. Furthermore, the effectiveness of these rules depends on their type, their insti-1 While our approach is similar to Caselli and Reynaud (2019) , this identification strategy was previously developed in chapter 2 of Eklou (2018). Further, Caselli and Reynaud (2019) estimate the impact of fiscal rules on fiscal balance in a sample of 142 countries while our focus is on discretionary fiscal policy in the context of developing countries over the electoral cycle.
2 While poorly designed rules can limit the ability to use discretionary fiscal policy during downturns, the issue of a tradeoff between flexibility and stringency is beyond the scope of this paper. Our focus is on the effectivenesss of fiscal rules in curbing politically motivated public spending. tutional design and whether they have been in place for a long time. In particular, expenditure rules, rules covering the general government and rules characterized by a monitoring body outside the government dampen political budget cycles in government consumption. These results are novel in showing that both the level of government targeted by the rules and the monitoring of the compliance with these rules do matter for the political budget cycle. Also, following the literature, we explore the effect in democracies and find that this discipline effect is particularly strong during competitive elections. This paper is closely related to a relatively limited literature on the effect of fiscal rules on political budget cycles. Rose (2006) finds that in American states, stringent balanced budget rules limit the ability of the incumbents to manipulate fiscal policy for electoral purpose. Most recent studies take into account one of the endogeneity issues mentioned above, i.e. the omitted variable bias. For instance, Krogstrup and Wälti (2008) control for fiscal preferences in the case of Swiss sub-federal jurisdictions. Grembi et al. (2016) use a quasi-experimental design to estimate the impact of fiscal rules in Italian municipalities, exploiting the imposition of fiscal rules on municipal governments in 1999 that was later relaxed for municipalities below 5000 inhabitants.
While that literature is mostly focused on developed countries, we are aware of a couple of exceptions. 3 Ebeke andÖlçer (2013) investigate the effect of fiscal rules on the political budget cycle in low income countries. However, as they acknowledge, their analysis is focused on a sample of low income countries with only 4 countries that have fiscal rules in place raising concerns about the reliabilty of the statistical inference. Our sample includes all developing countries (including low income countries) and
we have a larger sample of countries with fiscal rules. In addition, Ebeke andÖlçer (2013) do not address the endogeneity of fiscal rules as we do in this paper. Another exception is Tapsoba (2012), who employs a matching approach (that is different from our instrumental variable strategies) to deal with the self selection problem in investigating the effects of fiscal rules on fiscal outcomes. The self selection problem can be viewed as an omitted variable bias problem that an intrumental variable strategy should address. This matching approach consists in pairing countries that have fiscal rules with countries that do not have them based on similar observables variables, and cannot unfortunately address the selection based on unobservables.
The paper is also related to a literature emphasizing the role of institutions in constraining the discretion of fiscal policy. For instance, Shi and Svensson (2006) show that the institutional environment may change politicians' incentives. Also, Fatás and Mihov (2006) find that fiscal rules reduce the discretionary use of fiscal policy (in the United States). In this vein, Schuknecht (2000) argues that intitutional mechanisms designed to constrain discretionary public spending may help prevent opportunistic policies around elections in developing countries. Finally, Kopits and Symansky (1998) stress that "the most powerful argument for fiscal rules centers on their political economy aspects."
The remainder of the paper is organized as follows. Section 1 presents the empirical methodology and the data employed to test the effect of fiscal rules on political budget cycles in developing countries, Section 2 reports the results and Section 3 uses an augmented empirical approach allowing us to test for overidentifying restrictions. Finally, we conclude.
Data and empirical methodology 1.Empirical strategy
Consider the following specification to test the effect of fiscal rules on political budget cycles:
where Y it is the general government consumption in percentage of GDP, i and t denote country and year respectively. elec is the election index developed by Franzese (2000) that captures the exact moment when an election is held and FR is the fiscal rule dummy variable indicating if, in a specific year, there is a fiscal rule in place. X is a set of control variables and α i is a fixed effect that controls for any countryspecific constant characteristic. Finally, trend i is a country-specific trend and ε it is an error term. β 1 and β 2 are the main coefficients of interest. They capture, respectively, the effect of the political budget cycle and the effect of fiscal rules on the political budget cycle in public consumption. The hypothesis tested implies that β 1 > 0 and β 2 < 0, meaning that the presence of fiscal rules may dampen the pressure on public consumption in election years, following Rose (2006) .
As outlined in the introduction, we address two main threats to the identification of the causal effect of fiscal rules in this paper. First, the adoption of fiscal rules may simply reflect voters' preferences for fiscal discipline (Poterba, 1996) . Since these preferences may also have an influence on fiscal outcomes, it is important to control for them in order to be sure to identify a causal effect of fiscal rules. Including country-specific linear trends allows us to take into account all time-varying unobserved heterogeneity.
The inclusion of the country-specific trend (together with the fixed effects) may then pick up voters' preferences for fiscal discipline which may vary over time and are potentially unobserved within country. 4 The second potential source of bias in estimating the effect of fiscal rules on budgetary outcomes is To address this second issue, we exploit the geographical pattern of the adoption of fiscal rules to instrument for the national fiscal rules at country level. We consider countries from three regions: Latin America, Subsaharan Africa and South Asia. The idea is based on an argument of regional diffusion of these rules. Specifically, the likelihood of a country adopting a fiscal rule should increase as the number of neighboring countries that have these rules in place becomes larger. Indeed geographical proximity is a powerful channel of the diffusion of policy reforms (Brueckner, 2003; Pitlik, 2007) . Thus, for a given country, we use the number of neighboring countries in the region that have fiscal rules in place in a given year as an instrument.
To implement this IV strategy, we follow the approach developed by Wooldridge (2010) that allows to consistently estimate the effects of an endogenous dummy variable (that is fiscal rules in this case). In a first step, we estimate a Probit model where we regress FR on the instrument and other covariates in order to predict a probability of having a fiscal rule in place as follows:
where Φ(.) is the cumulative distribution function for a standardized normal random variable, Neighbors it (the instrument) is the number of neighboring countries in the region with a fiscal rule and X a set of other covariates in the model. The mechanism that we suggest implies that δ 1 > 0, meaning that the likelihood of having a fiscal rule in place in a given country increases with the number of neighboring countries with rules.
Having argued why the instrument should be correlated with fiscal rules' adoption, we turn now to the validity of the exclusion restriction. The identifying assumption is that the number of other countries in a subregion with fiscal rules in place (capturing the popularity of these rules) should have no effect on public consumption except through their effect on fiscal rules in a given country. This is reasonable since public spending in a country should not be affected by how popular a policy reform is in its subregion. One potential threat for the identification is that the number of other countries in the subregion may capture regional macroeconomic shocks that may affect fiscal policy. If these shocks are related to factors such as climate or geography (that are more likely) we may not worry about the violation of the exclusion restriction as they are exogenous. But if these factors are not exogenous, then our instrument may not meet the condition of exogeneity. In this regard, we control for economic growth, trade openness and public debt in our regressions. These variables capture the effects of potential subregional economic shocks. Moreover our specifications include country-specific linear trends that allow us to deal with time-varying omitted variables which may simultaneously affect the likelihood of fiscal rules' adoption and public consumption at country level. Therefore we find it unlikely that the exclusion restriction is violated. We also run regressions including sub-regional economic growth as well as global economic growth to control respectively for sub-regional common shocks and global macroeconomic trend. The results shown in Appendix E support our claim as our results appear to be robust to this specification.
In a second step, we apply a standard IV estimator using the predicted probability (FR) as an instrument for fiscal rules. As we have two endogenous variables (FR and the interaction term) in equation (1) we have two first stages. The first stage for fiscal rules is the following:
We instrument the interaction between election and fiscal rule by the interaction between election and FR as follows:
noting that η it and ξ it are the error terms of the first stage equations.
This approach has several advantages. Firstly, it takes into account the binary nature of the endogenous fiscal rule dummy. Secondly, the usual IV standard errors are still asymptotically valid. Thirdly and most importantly, unlike the pseudo-IV approach (consisting in running an OLS estimate of Y onFR), this approach does not require the Probit model to be correctly specified (Wooldridge, 2010) . We just need the instrument (Neighbors it ) to be correlated with the probability of having a fiscal rule in place as specified in Equation (2). We employ the within IV estimator with clustered standard errors at country level which corrects the standard errors for arbitrary serial correlation.
Data
We employ a cross-country panel dataset in order to test the effect of fiscal rules on the political budget cycle in developing countries. The dataset covers 67 developing countries over the period 1985-2007.
The sample selection is based on data availability and we focus on fiscal rules adopted before the finan- , where m and d are respectively the month and the day when the election takes place while D is the number of days of month m. The preelectoral index is obtained as 1 − elec. 7 The election index allows to test more precisely for the opportunistic cycle because it captures whether, in a given year, the incumbent had sufficient time to manipulate public 5 See Appendix C for detailed information about these rules. As relatively few developing countries have fiscal rules, the number of countries with rules in our sample is comparable to that of other studies, e.g. such as Tapsoba (2012) . The majority of countries in the sample have combination of rules, which is why the total does not add to 13. 6 Therefore, such a definition excludes, for instance, fiscal targets that are subject to regular revisions. 7 We include the preelectoral year in some specifications but they were not statistically significant and do not change the main results. We also use the electoral year dummies and the results remain similar. spending before the election is held.
The macroeconomic controls are economic growth, trade openness, net public aid per capita, GDP per capita and the lagged public debt. Real economic growth from the WDI captures business cycle fluctuations (see, for instance, Shi and svensson, 2006) . Since more open economies may have larger public expenditures in order to cope with a higher degree of vulnerability to risks and to provide for the associated higher need for social insurance (Rodrik, 1998) , we control for trade openness. As foreign aid relaxes the government's budget constraint by giving access to additional resources, we account for it in our empirical analysis. We also control for real GDP per capita since a high income level may induce a greater demand for public services and, hence, have a positive effect on public spending (Wagner's Law). We control for the lagged public debt (as a share of GDP) because a high level of initial debt should, ceteris paribus it , lead to a reduction in public spending in order to satisfy the constraint of public debt sustainability (Wyplosz, 2002; Gali and Perotti, 2003) . 8 We also control for sub-regional economic growth and global economic growth as proxies respetively for common shocks at sub-regional level and global macroeconomic trend.
In addition to the macroeconomic controls, we include government fragmentation and the orientation of the party in power (right wing it ). The data are from the Database of Political Institutions (DPI). Government fragmentation is the probability that two politicians picked at random from the legislature will be of different parties. According to the "common pool" theory (Alesina and Drazen, 1991; Velasco, 2000; Talvi and Vègh, 2005) countries with a fragmented government should have higher public expenditure. Fiscal rules can be viewed as a way of "tying the hands" of the government (Debrun et al., 2008) and, thus, the fragmentation of the government could be positively correlated with the adoption of fiscal rules. But fragmented governments may also be a determinant of the centralization of public expenditures (Jametti and Joanis, 2016). As the effect of centralization on the size of public spending is a priori ambiguous, the effect of government fragmentation on fiscal rule adoption is also a priori ambiguous.
Right wing it is a dummy variable taking the value 1 if the party in power's orientation with respect to economic policy is defined as conservative, christian democratic or right-wing. It allows us to test for a partisan cycle. This variable may capture the fact that right wing governments are characterized by fiscal conservatism. While right wing governments may tend to display low levels of public spending, the effect of this variable on fiscal rule adoption is ambiguous a priori as right wing governments may exhibit self-discipline and thus may not need these rules despite being in favor of such rules. 9 
Results
We begin the presentation of our results by showing those pertaining to the first step of our empirical approach (that is the estimation of equation (2)). This first set of results documents the determinants of fiscal rule adoption. We then turn to our baseline results which correspond to the second step of our IV approach (the 'first-stage' equations (3) and (4)) and to the results of the 'second-stage' equation (1) using both OLS and IV. Finally, we present more detailed results related to the design of fiscal rules, the experience with rules and the cycle. Table 1 shows the results of the Probit estimation (equation 2), i.e. the first step of our empirical approach. First, it shows that the number of neighboring countries in the region with fiscal rules has a positive and statistically significant effect on the likelihood of a country to have these rules. This result is consistent with the diffusion mechanism that we outlined earlier and holds for the different types of fiscal rules in the sample. In addition, the results are also broadly consistent with previous empirical works for the other determinants of fiscal rules. In particular, a good macroeconomic performance is positively [ Table 1 near here ]
Determinants of fiscal rule adoption
Baseline results
We now turn to our results pertaining to the disciplining effect of fiscal rules (the usual focus of the literature on political budget cycles). The dependent variable here is the general government's public consumption. We provide estimations on all election years, "democratic" elections and elections that take place at constitutionally determined dates (hereafter, predetermined elections dates). Following Brender and Drazen (2005) , elections are considered "democratic" for the years with positive scores on the Polity2 index. Table 2 shows the first stage results (equations (3) and (4)), which correspond to the second stage estimates presented in Table 3 . Again, since we have two endogenous variables (the fiscal rules dummy and the interaction term), there are two first stages. We instrument the interaction between election and fiscal rules by the interaction between election and the predicted probalityFR. Columns (1) to (3) show the first stage for the fiscal rule dummy (equation (3)) and Columns (4) to (6) show the first stage for the interaction term (equation (4)). Overall, all the instruments have a positive and statistically significant effect on the corresponding endogenous regressor consistently with the argument of regional diffusion of fiscal rules. The p values associated to Angrist and Pischke (2009) test allow us to reject the null of weak identification (at a 5% level).
[ Table 2 near here ] Table 3 shows the estimates of equation (1) using OLS and IV estimators. 10 The results show that 10 We show in Appendix D that political budget cycles in public consumption is present in our sample. The results show that these cycles are particularly strong during democratic and thus competitive elections consistently with the literature (see either considering all election years or democratic and "predetermined" election dates, fiscal rules have a negative and statistically significant effect on public consumption during election years. In addition, IV estimates of the effect of fiscal rules on polititical budget cycles are larger than OLS estimates. In column (1), the estimates suggest that, in election years with fiscal rules, public consumption is reduced by 0.45% point of GDP relatively to election years without such rules. On the other hand, the corresponding effect from IV estimates in column (2) shows a reduction by 1.65% point of GDP as compared to election years without rules. This impact is equivalent to a reduction by a third of the volatility of public consumption in our sample.
[ Table 3 near here ]
The fact that IV estimates are larger than OLS estimates suggests that controlling for an omitted variable bias is not enough to deal with the endogeneity problems and that OLS tend to overestimate the effects of fiscal rules. The overestimation (by OLS) is consistent with countries with good macroeconomic conditions being more likely to adopt fiscal rules (Calderón and Schmidt-Hebbel, 2008 ; Kumar et al., 2009 and Tapsoba, 2012) as shown in Table 1 . Moreover, the magnitude of the effect (the coefficient on the interaction term being higher than the coefficient on election years in absolute terms) is an interesting result. It suggests that the political budget cycle in public spending may disappear it or that we may be in the presence of a fiscal discipline effect in election years when national fiscal rules are in place.
Consistent with the theoretical result of Rose (2006) discussed above, fiscal rules neutralize the political budget cycle as the incumbent no longer derives an electoral advantage from fiscal policy manipulation. This discipline effect is novel because previous analyses (Ebeke andÖlçer, 2013)) only find a dampening effect.
Also, Table 3 , column (4) shows the IV estimates focusing on the subsample of democratic elections. The effect of fiscal rules on the political budget cycle is larger than in column (2) that includes all elections. More specifically, public consumption is reduced by 2.46% point of GDP (while it is 1.65% point in the baseline). This result is consistent with Block (2002) and suggests that fiscal rules are more for instance Vergne (2009). effective in democracies. Indeed, the political costs of breaking these rules might be higher in democratic countries than in non democratic ones because of the uncertainty about the probability of reelection in the former. In addition, democracies are characterized by a constraint on the executive that may complement fiscal rules in constraining fiscal discretion.
2.2
The design of fiscal rules, the experience with rules and the cycle Now, we explore the effects of the institutional design, the type of rules and also whether the effect of fiscal rules varies as they become more entrenched.
First, Table 4 below shows our results for the institutional characteristics of rules. Previous studies indeed suggest that the design of fiscal rules matter for their effectiveness. We consider features that may enhance the stringency of fiscal rules, such as the availability of a mechanism for monitoring their com- [ Table 4 near here ]
The results in Table 4 show that the monitoring of compliance outside the government and the coverage of the rule at the general government level matter for political budget cycles. 11 The previous comparison between OLS and IV estimates still holds. In columns (2) and (4), the results show that pub- 11 The monitoring of compliance outside the government is in place if the database reports that there is an independent council monitoring the compliance of a given rule. lic consumption is reduced by 1.88% point of GDP and 2.07% point of GDP in election years, with fiscal rules respectively featuring a monitoring of compliance outside the government and fiscal rules covering the general government. Nerlich and Reuter (2013) and Debrun and Kinda (2014) also find that fiscal rules are strengthened by independent bodies monitoring their compliance, and our results are consistent with fiscal rules covering the general government level being the most stringent (Schaechter et al., 2012) .
Also, the growing decentralization of public expenditures in developing countries is often seen as a threat to fiscal discipline (Fedelino and Ter-Minassian, 2010 and Joanis, 2014) . Fiscal rules constraining all levels of governments may help achieve fiscal discipline. Table 5 presents our results for the type of rules in place. We report the results for Balanced Budget Rules (BBR), Debt Rules (DR) and Expenditure Rules (ER). The OLS estimates show that BBR are the type of rules that matter most for fiscal discipline in election years, as the marginal effect is larger. In The IV estimates show much larger negative effects, but only expenditure rules display a statistically significant effect. 12 [ Table 5 near here ] Finally, we investigate the long term impact of rules by exploring the effect of fiscal rules conditionally on the rank of elections. It is reasonable to conjecture that these rules become more credible the longer they are in place. Table 6 shows the results. The IV and OLS estimates are similar in showing that 12 Note that given the small sample variability, the IV results on the type of rules should be interpreted with caution. In column (6) , the results show that public consumption is reduced by 2.44% points during election years with expenditure rules in place. The findings on expenditure rules are consistent with Cordes et al. (2015) who show that the compliance rate for these rules are high. Also, as mentioned earlier, these results are broadly consistent with the fact that expenditure rules (and balanced budget rules) constrain fiscal policy in the short run, thus they should be more relevant for budget cycles. the effect of fiscal rules are stronger for the second election 13 than for the first election. Fiscal rules do not have a statistically significant effect for the first election. This suggests that fiscal rules may be more effective in constraining fiscal discretion as they become more entrenched and therefore more credible.
IV estimates in Column (4) show that fiscal rules reduce public expenditure by 1.68% point of GDP in the second election.
[ Table 6 near here ]
Robustness: testing for overidentifying restrictions
In this section, we augment our previous empirical strategy by adding an instrumental variable which allows us to test for overidentification. We take advantage of a continuous measure of fiscal rules. We to the dummy used so far, the index has the advantage to vary over time. We argue that the budget stance at a given time should not have an effect on the past strength of the rule; this instrument should therefore have an influence on current public expenditure only through its effect on the current strength of fiscal rules. In addition, we control for different variables capturing the macroeconomic condition (such as economic growth) that could possibly violate the exclusion restriction as discussed previously in section 1.1.
Overall, we develop an instrumental variable strategy that combines our baseline approach (accounting for the endogeneity of the adoption) with the persitence of rules. Table 7 shows results that are similar to the baseline: Fiscal rules dampen the political budget cyle. In addition, in all specifications, we cannot 13 We focus on the first two elections since the adoption of fiscal rules because, in our sample, most of the rules are adopted over the last ten years of the period. 14 reject at any conventional level the null of the validity of overidentifying restrictions, and we reject the null of weak identification at all conventional level. Stated otherwise, this robustness tests confirms that fiscal rules have a causal effect on the political budget cycle. 15 [ Table 7 near here ]
Conclusion
We have exploited the geographical pattern in the adoption of fiscal rules to empirically investigate whether the constraint that fiscal rules may impose on discretionary fiscal policy are binding during election years. Our empirical analysis provides a novel, robust identification strategy in order to estimate the causal effect of fiscal rules. Using a sample of developing countries, we find that fiscal rules matter for fiscal discipline. In addition, some specific features of fiscal rules are particularly relevant to achieve fiscal discipline: Expenditure rules, rules targeting all levels of government and rules that are monitored by an independent body outside the government lead to fiscal discipline over the electoral cycle. Furthermore, we also find that fiscal rules are more effective in constraining political budget cycles the longer they are in place.
Previous studies have emphasized that political budget cycles are a symptom of the divergence between political incentives and social welfare maximization and that the aggressive use of fiscal policy discretion induce macroeconomic volatility (Fatás and Mihov, 2003) . Fiscal rules may therefore play an important role in reducing macroeconomic volatility by curbing politically motivated public expenditures in developing countries. An important message from our analysis is that their design, however, is crucial.
For instance, our results suggest that escape clauses should be well defined in order to avoid changing or amending too often fiscal rules and thus undermining their credibility in the long run. Our findings also have interesting implications regarding the design of fiscal rules in increasingly decentralized developing countries, i.e. that fiscal rules might be more effective if they target the general government. Note how- (6) show the first stage for the interaction term. We instrument the interaction between election and fiscal rules by the interaction between election and the predicted probalityFR. Clustered Standard errors at country level in parentheses. Base = "all elections", Dem= "democratic elections" and Pred = "Predetermined election dates". c: F test Angrist and Pischke (2009) for excluded instruments with H0: "weak identification". * p < 0.10, ** p < 0.05, *** p < 0.01. Notes: All Specifications include country-specific linear trends and the set of control variables. The within estimator is used to eliminate the country fixed effects. FR= Fiscal rules dummy (all types), MOG: "Monitoring of compliance Outside the Government" and GG: "General Government". c: F test Angrist and Pischke (2009) for excluded instruments. * p < 0.10, ** p < 0.05, *** p < 0.01. Notes: All Specifications include country-specific linear trends and the set of control variables. The within estimator is used to eliminate the country fixed effects. FR= Fiscal rules dummy (all types). Elec 1 and Elec 2 are respectively the first and the second election held while fiscal rules were in place. The indices 1 and 2 for the fiscal rules denote the first and the second election respectively. Clustered Standard errors at country level in parentheses. c: F test Angrist and Pischke (2009) for excluded instruments with H0: "weak identification". * p < 0.10, ** p < 0.05, *** p < 0.01. 
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